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Republicsn Psrty of Viiginia, Inc. snd 
Richsrd F. Neel, Jr., in his officisl capscity ss 
tressurer 

Republicsn Psity of Viiginis, Inc. snd 
Richsrd F. Neel, Jr., in his officisl cspschy ss 
treasurer 

Gen-X Strat̂ es, Inc. (aka. GXS Strategies, Inc.) 
Jeffiey M. Frederick 

2 U.S.C.1432(b) 
2U.S.C.§432(hXl) 
2 U.S.C.§ 434(b) 
2U.S.C.f 441b(s) 
2U.S.C.§441c 
11 C.F.R.§ 102.8(b) 
11C.F.R.§103.3(&) 
llC.F.R.§104.3(s) 

INTERNAL REPORTS CHECKED: Disclosure Reports 

OTIIER AGENCIES CHECKED: N/A 

INTRODUCTION 

This mstter srose out of s sua sponie submission filed by the Republican Party of 

42 Viiginis, Inc. snd Richsrd F. Neel, Jr., in his officisl cspscity ss tressurer C*RPV^ disclosing 
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1 possible violstions ofthe Federal Election Csmpsign Act of 1971, as amended C*the Act") and 

2 the Commission's regulations. Specificslly,RPV'sji(a9poRlis submission describes violations 

3 rslsting to the untimely transmittal snd insocurate disdosure ofonline contributions ss well ss 

4 the msldng snd SGceptsnce of s prohibited in-kind contribution. According to RPV, these 

5 violstions srose out ofworicperfimnedfiv the party oommittee by one ofits vendors, Gen-X 

^ 6 Strategies, Inc. CGen-X .̂' Sua Sponte Submission ("Submission") at 6. Gen-X, which also 

rsj 7 does business as GXS Strategies, is registered as s corporation with die Virginia State 
CO 

^ 8 Coqioration Commission. www/scc.viiginis.gov; Dun & Bradstreet Information Report on Gen-

Q 9 X Strategies, Inc. (November 9,2009), http://www.dnb.com. Gen-X provides online, technology 

^ 10 and communication services to political conunittees snd organizations, coiporations and federal 

11 agencies, http://www.gxs.net/clients.8sp. Jeffiny M. Frederick, who served ss RFV's chairmsn 

12 during the relevsnt time period, is slso the Chief Executive Officer (t̂ EO'O of Gen-X. 

13 Submission at 3; Response st 1. 

14 RPV's submission ststes that sfter Mr. Frederick's election ss RPV's chsirmsn on Msy 

15 31,2008, he unilsterslly stopped RPV's use of PayPsl ss its "gateway" for processing 

16 contributions msde on its website snd transferred this responsibility to s division of Gen-X 

17 cslledChsrgedContributions.com. Submission st 3. Pursusnt to RFV's snsngement widi 

18 PSyPsl, online contributions were processed, deposhed directiy into RPV's bsnk sccount within 

19 24 hours, snd sne-nuul report wss generated notifying die psrty committee of sll contributioris 

20 processed in thst time period. Id Unlike the srrangement with PayPal, Gen-X did not deposit 

21 RPV's online contributions directiy into RPV's bsnk sccount, but instesd transferred the funds 

* RPV in&nned tMs OfRoe that hs Executive Comnritlee dedded̂  
andMr.Fktdcrick. CELAddennhiedthatitwDuMnotinlerpidRFV'ssiibnusrionaŝ  
respondents. Siee Submission at 2. 
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1 into a merchsnt sccount nisintained by ChsrgedCQntributions.oom before disbun 

2 RPV in the fonn oftwodiecks drawn from ChaigedContributions.oom's bank aocount Id.9X 

3 Exhibits 1 snd 2. Altiiough Gen-X eventuslly began sending sutomsticslly generated e-msils 

4 listing RPV's online contributions to RPV's office msnsger, die wss unsble to mstch the 

5 contribution reports to the psrty committee's online bsnk records becsuse Gen-X did not directly 

^ 6 deposit the online contributions./((£ st 4. 

rsj 7 The first check issued by ChsrgedContributions.coin,dBted July 8,2008, was in the 
CO 

^ 8 smount of S1,269.4S (representiî  18 online contributions totaling $1,36S, less S9S.SS in fees). 

Q 9 Submission st 3; Exhibit 1. RPV's office msnsger deposited this check on the dste of receipt, 
O 

10 July 10,2008. Id Bssed on the Gen-X-generated spreadsheet that sccompsnied the check, it 

11 appesrs tiie company reoeived these 18 online contributions between June 23,2008 and June 29, 

12 2008. Id, On October 8,2008, RPV recdved the second check issued by 

13 ChsrgedContributions.coni, dsted October 1,2008, in the amount of $18,386.10 (representing 40 

14 online oontributions toteling $19,770 less $1,383.90 in fees). /(e/.st4;Exhibit2. RPV also 

15 deposited this dieck on the dste ofrecdpt. Id Gen-X's spreadsheet sppesrs to indicate that it 

16 recdved tiiese 40 online contributions between July 8,2008 and September 22,2008. Id In 

17 sum, from June througjhSqrtember 2008, Gen-X processed 58 online contributions toteliiig 

18 $21,135. Becsuse Gen-X forwsrded these online contributions to RVP on only two occssions 

19 during thst period, RVP recdved 33 out ofthe 58 contributions between 11 snd 92 dsys sfter the 

20 contributions were sctuslly msde by contributors. Id, at 3 and 4. Due in part to Gen̂ X's dday 

21 in forwarding the 58 online contributions, RPV also filed insccurate disclosure reports with the 

22 Commisdon from July tiuough October 2008. at 2 and 5. Specifically, RPV disclosed tiiese 

23 online contributions on dther ite 2008 August Report or ito 2008 Pre-Generd Rqxnt, reporting 
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1 as the dates of receipt for those contributions the dates on which it deposited tiie two checks, 

2 rather than the dates the contributions were nuute by the contributors./(t/. at 2,3 and 4. 

3 RPVs submission dso describes the recdpt of a prohibited in-kind coiporBte and 

4 government contractor contribution from Gen-X vdued at $17,717. Submisdon at 5. In 

5 September 2008, Mr. Frederick, as the chairman ofRPV, evidently instructed the party 

^ 6 committee's staffto report a $17,717 in-kind contribution from Gen-X on ito stote election 
rH 

rsj 7 reporte. A/, at 5. This in-kind contribution was described in RPV's state disclosure report as 
CO 
^ 8 "website emdl and online contribute setup - actual cost" October 15,2008 Report, Sdieduie B. 

Q 9 Although RPV stetes tiiat it is unable to confirm the specific services Gen-X perfinmed or tiie 
CD 

H 10 precise vdue of this in-kind contribution, the avdlable documente indicate that Gen-X provided 

11 services that mcluded "activist web set up," "chsrgcd contribution set up," and s website e-mdl 

12 service relsting to the issusnceofbrosdcsste-msil messages. Submisdon at 2,5 snd Exhibit 4; 

13 snd Supplementd Sidmusdon, dsted August 3,2008 C'Siqiplementd Submission")̂  Some of 

14 tiiese brosdcsst e-mdl messages mentioned federal candidates snd elections. Siqiplementol 

15 Submission. On April 4,2009, the Stste Centrd Committee of RPV removed Mr. Frederick ss 

16 disirmsn, snd RPV, in wfast it chsracterized as an abundance ofcaution, transferred $17,717 

17 fiom ite federd account to ito non-federal account to reimburse the in-kind contribution.' Id, st 2 

18 snd 3. RPV reported Gen-X's in-kind contribution ss B federd contribution in sn sttsdunent to 

19 RPV's 2009 Msy Montiily Report filed witii tiie Commission. 

20 FoUowiiig the recdpt of RPV's sua sponte submission, this Office sent s notification 

21 letter to Gen-X and ito CEO, Mr. Frederick, statiî  that the Conunission hsd obteined 

' Aeeoiding to RPV, the State Central Comnuttee removed Mr. Fredericic IS chainnin**tel̂  
viohdons outlined in hi submission, nwhiduig the paity commitlee's fiulure to properiy report and/or dlocate the 
lecdptofliiein-ldndGontrilmtionfiomOcn-X Subnussionat6. 
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1 informstion thst Gen-X msy hsve violated the Act by making s prohibited oorporate contribution 

2 and s prohibited contribution ftom a government contractor. See 2 U.S.C. §§ 441b and 441c. In 

3 response, Mr. Frederidc stated that Gen-X provided $17,717 in services to RPV related to an 

4 interim online platform for RPV's "website and otiier online technologies." Response at 1. 

5 Although Mr. Frederick's response does not describe these services in any more detdl or 

^ 6 indicate whether the expenses related in sny way to the processing oftiie online contributions, it 

fNj 7 does reference the "hours thst my [GXS] steff snd I spent implementing" the RPV project Id st 
CO 

2i 8 2. While Mr. Frederick ssserte thst Gen-X's in-kind contribution wss not intended SSS federd 

Q 9 contribution, he sppesrs to acknowledge there wss s federd component to Gen-X's work. Id st 

10 1 snd 2. Mr. Frederick ststes thst he understood thst the in-kind contribution would be reported 

11 "ss a stote contribution" snd thst the psrty conunittee's federd sccount would need to rdmburse 

12 the state account with federei dollars "fbr the required split amount of the contribution/expense 

13 that could be construed as applying to the Party's activities in federei campaigns." /dl at 1. 

14 As described below, dnce making ite submission, RPV has continued to work with us to 

15 ensure we have scoinplete record ofthe drcunistsnces snd violstions in this flutter. This 

16 cooperation meludes snsweriqg follow-up questions, meetmg with stsff firnn our office, snd 

17 providing a copy ofan independent audit ofRPV fiir our review. Supplementd Submission. In 

18 addition, RPV has tsken steps to sddress s number of finsncisl issues, mcluding sdopting 

19 stronger finsndd controls recommended by ito mdependent suditor snd refunding the subject 58 

20 on-line contributions.' Submission st 6 - 8. 

' In its sdmiisnon, RPV slates that hvras not reqwred to refund the 58 Gontrilmtî  Submission at 8. Hie 
Conmiisrion has prevkwdy advised committees that ytoe the ftihire to « 
uudvertent. it wouU be acceptable to amend die rqKutB filed wi 
recdpt See Advisoiy Opinions 2000-11 (Geoigia - Padfic) and 1999-33 (MediaOne PAC). 
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1 Bssed on tiie avsilsble infimnation, we recommend tiiat the Ckmimission open a Matter 

2 Under Review, find resson to bdieve thst the Republicsn PSrty of Virgfaiis, Inc. snd Riduud F. 

3 Neel, Jr., in his officid cqncity ss tressurer, violsted 2 U.S.C. i§ 432(b), 434(b), and 441b(a) by 

4 fsilii^ to ensure the timely transmittel of contributions, by foiling to accuratdy rqsort these 

5 contributions, and by accepting sn in-kind corporate contribution. We further recommend that 

6 tiie Commission find reason to bdieve that Gen-X Strst̂ es, Inc. s corporstion snd s federd 

7 contractor st the time ofthe violstions, violsted 2 U.S.C. §§ 441b(&) snd 441c by making a 

8 prohibited in-kind contribution to RPV and tint Jeffiey Frederick violated 2 U.S.C. § 44lb(a) by 

9 consenting to the in-kind corporate contribution. We bdieve timt we have obtained suffident 

10 infimnation fiom tiie respondents, inchidiî  RPV's sua sponte submission, supplementol 

11 submission, and follow-up communications, as well as Mr. Frederidc's response, to dlow the 

12 

13 

14 

15 In ito submission, RPV suggested that the matter be transferred to ADR ifthe 

16 Commisdon concluded that sanctions were necessary. Submission at 9. This matter, however, 

17 is not an appropriate camlidate fig ADR 

18 

19 1 
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1 a FACTUAL AND LEGAL ANALYSIS 

2 A. Transmittal and Reporting Violations 

3 The Act requires every person who recdves s contribution m excess of $50 fiir sn 

4 imautiiorized politicd committee to fiirward the contribution to the committee no later tiian 10 

5 days after receiving tiie contribution. Ifthe amount ofthe contribution is $50 or less, that person 

O 6 must forward sudi contribution to the committee no later than 30 days after recdpt 2U.S.C. 
IN* 

^ 7 i 432(b)(2)(A) and (B); 11 C.F.R. § 102.8(bXl) snd (2). The Act dso requues politicd 
CO 

^ 8 committees to deposit sll recdpte into s designsted bsnking depository within ten days of the 

Q 9 tressurer's recdpt oftfie contributions.' See 2 U.S.C. § 432(hXl); 11 CFJL § 103.3(s). 
O 

^ 10 The Act snd Conmusdonregulstionssnticipste that politicd committees will use agente 

11 to accept contributions and make expenditures on their bdidf. 2 U.S.C. § 432(a) and 11 C J.R. 

12 § 102.9(b). A contributor relinquishes control over tiie contribution, Le. makes the contribution, 

13 when it is delivered by the contributor to the political coinmittee or to an agent ofthat politicd 

14 committee. 11 C.F.R. § 110.1(bX6). 

15 Politicd committees are required to report the totd amount of recdpte recdved during 

16 the rqporting period, including contributions fixim mdividuds. 2 U.S.C. § 434(b); 11 C.F.R. 

17 § l04.3(a)(2X>XA). Such committees are dso required to itemize contributions aggregating in 

18 excess of $200 per election cycle and identify contributors by including his or her name, address, 

19 occupation, the name ofhis or her employer, if any, and the date of recdpt and amount of the 

* It appean lhat RPV coniplied whh these requfaements^depodtfaig the sid>jertconiributto 
banking deposhoiy whhin ten dayi ofrecdpt SdmisdonatExhibhs 1 and2. Gen-X fiirwaided the SSonlme 
oontributions to RPV m two sepantedwdcs. RPV deposhed the fint check (dated Jdy 8,2008) on July 10.2008, 
die same d^ ft arrived faiihe mail. /d. at 4, Exhibit 1. RPV depodted the second diedc (dated October 1,2008) on 
October 8.2008, die same day ft was hand-delwered by Mr. Fkederick. /<£; Exhibft 2. 11 C.F.R. fi 103.3(a). See 
Advisoiy Opmion 2006-30 (AdBhie) (upon recdpt ofa dieck fdr tfie told ainount of oontributions, a commftlee 
must dther dqwdt llie ooiitributions or rehim tfwm withm 10 d̂ ys). 11 C.PJL fi 103.3(a). 
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1 contribution. 2 U.S.C. § 434(bX3); 11 C.F.R. § 104.3(&X4Xi)- Tlie dste ofrecdpt fiir s 

2 contribution is the date on which the person recdving the contribution on bdislf of s politicd 

3 commitiee obtsins possession of tiiat contribution. 11 C.F.R. § 102.8(b)(2). The date of receipt 

4 is the recording and rqxntiî  dste for contributions. Id; 11 C.F.R. § 104.8(s) and (b). 

5 RPV is responsible fiir tiie untimely transmittd of the online contributions at issue in the 

6 nutter. 2 U.S.C. § 432(b)(2XA) and (B). From June - September 2008, contributors making 
Is 
^ 7 conttibutions on RPV's website relmquidied control of those contributions to Gen-X, RPV's 
C9 

rsj 8 agent fiir purposes of accepting and processing online oontributions. 11 C.F.R. § 110. l(bX6). 
p 9 Gen-X, as RPV's agent, was diligated to forward conttibutions of$50 or less to RPV withm 30 
O 

fH 10 daysofreceivingthosecontributioiisandtofi)rwardcontributionsexceediiig$50 to RPV within 

11 10 days of ite recdving tiiose contributions. 2 U.S.C. § 432(bX2XA) and (B); 11 C.F.R. 

12 § l02.8(bXl) snd (2). However, Gen-X forwarded 33 (totdmg $18,960) out oftiie 58 online 

13 contributions it accepted and processed for RPV between 11 and 92 days after they were made 

14 by the contributors online, whidi is beyond the aforementioned 30̂ 10 day deadlines. 

15 Submission at 3 and 4; Exhibite 1 and 2. For ite part, RPV fiuled to ensure that ito agent Gen-X 

16 complied witii 2 U.S.C. § 432(b)(2) and 11 C.F.R. § 102.8(b) and forwarded those contributions 

17 to die party committee witiiin die required 30/10 day deadlines. See MUR 6121 

18 (AdvaMedXseparate segr̂ ted ftuid responsible fbr commeroid vendor's collection of online 

19 conttibutions, which were periodically fivwarded in a single dieck, resulting in the untimely 

20 transfer of tiiose conttibutions); and see MUR 5229 (SEIUXsepsrate segregated fimds as well as 

21 collecting agente liable fiir fiuiing to adhere to applicable traiisnuttd requuemente). Therefine, 

22 we recommend that the Commission find reason to bdieve that die Republican Party of Virginia, 
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1 Inc. and Riduud F. Neel, Jr., in his offidd capadty as treasurer, violated 2 U.S.C. § 432(b) with 

2 regard to the untimdy ttnansmittd of 33 online contributions. 

3 The Commission could slso find resson to believe that (len-X violsted die Act by fidling 

4 to timely transmit the subject onlme contributions to RPV based on the pldn langusge of 

5 2 U.S.C. § 432(b) (e.g. "every person who recdves a contribution fbr an authorized political 

^ 6 committee shdl... ̂ forward to the tteasurer such conttibution") and ite implementing regulation 

(Sl 7 11 C.F.R.§ 102.8. Nevertheless, m a recent similar matter, tiie Cominission held tiie redpient 
CO 

^ 8 coinmittee lisble fiir the transmittd violations of ite conttibution processing agent, whidi 

0 9 hsppenedtobescommercid vendor, snd did not pursue thst commercid vendor fiir violstions 
Q 

^ 10 of 2 U.S.C. § 432(b) and 11 C.F.R.f 102.8. See MUR 6121 (AdvaMed). Thus, we make no 

11 recommendation with respect to Gen-X fiir violations of 2 U.S.C. § 432(b). 

12 RPV violated 2 U.S.C. § 434(b) in connection with ite recdpt of the online conttibutions 

13 at issue. RPV reported reodvuig dl 58 of these oidine contributions (totding $21,135) on the 

14 dates (July 10,2008 and October 8,2008) it depodted die two diecks it recdved firom Gen-X 

15 instead ofthe dates the contributors actudly rnade their online conttibutions. Sidimission at 

16 Exhibite 1 and 2. As a result, RPV filed inaccurate rqiorte witii Commission. Specificdiy, RPV 

17 reported online conttibutt'ons received between June 23,2008 and June 29,2008 on ite 2008 

18 August Monthly report instead of ite 2008 July Monthly report and reported online contributions 

19 recdvedbetweenJidy 8,20()8 and Sqitember 22,2()()8 in ito Pre-General rejxirtiiistead of ito 

20 2008 August, September and October Monthly reporto. Therefiire, we slso recommend that the 

21 Commission find resson to believe thst thst the Rqiublicsn PSrty of Virginis, Inc. snd Richsrd F. 

22 Neel, Jr., in his officid cspscity ss tressurer, violsted 2 U.S.C. § 434(b) when it fiuled to 

23 sccurately report $21,135 in online contributions. 
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1 B. Prohibited Contributions 

2 The Act prohibite corporations fifommakiiig contributions or expenditures fiom their 

3 generd ttroasury fUnds. 2 U.S.C. § 441b(s).' Corporate officers sre prohibited from consenting 

4 to contributions msde by the coiporation. Id, Similarly, political committees sre prohibited 

5 fixim accepting conttibutions fixim this prohibited source. Id, The Act also prohibite 

^ 6 contributions by government contrsctors. 2 U.S.C. § 441c; 11 CFJL § 115.2. The statute is 

1̂ 7 silent with respect to whether the acceptance or receipt of s contribution finom s government 
CO 

^ 8 conttnctor is prohibited. Id, As discussed supra st 2, Gen-X is sn sctive corporation m Virgmis. 

O 9 2 U.S.C. § 441b. The svdlsble infiirmation dso indicates that Gen-X was a federd contractor 
O 

10 during the relevant time period. 11 C.F.R. § 115.1; Subnussion at 3 and Supplementd 

11 Submission; www.fpds.gov/coinmon/html: see also www.pcs.net/cliento.asp. 

12 RPV disclosed the ttwisfer of $17,717 from ito federal aocount to ito nonfederd account 

13 representing an in-kind contribution ("for certdn services including website e-mdl and online 

14 contributions setup") fiom Gen-X in an attachment to ite 2009 Msy Monthly repoit Although 

15 there is some dispute concerning the nsture, extent, and exact value of the services provided and 

16 whether RPV could have allocated the Gen-X costo between federd and non-federd accounts, it 

17 qipean thst botii RPV and Gen-X acknowledge that Gen-X made, and RPV accepted, an m-kind 

18 contribution. In light ofthe fiicto that (1) RPV appears willing to concede that Gen-X provided 

19 services to the party committee, by virtue of ito sua sponie filing; and (2) that the contribution 

* On September 9,2009, die Supreme Court heard reaiguments m CUkmu UtiUedv. FEQ S. Ct, No. 08-203. 
reserdhig whedier ft dioidd ovenule dtfier or both AxatlH v. hOdtigfm Chamber tif Commercê  494 U.S. 6S2 
(1990X andpartof M:CbfiRe<7 V. FBĈ  S40 U.S. 93 (2003) diat addresses die fteid vdulily of Section 203 oftfie 
Bipartisan Campaisn Refbim Aetof2002,2 U.S.C. fi 441b. Because tfie OHIww £Mted case retoles to tfie 
prohibition on eorpoiate independent expenditures and corporate fundins of dectioneerins oommunications and 
docs not encompass tfie issue of ducct corporate oontributions, an adverse lulhig in that case will not hnpad the 
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1 was rdsted to federal sctivity (Le Gen-X processed online federd contributions snd provided 

2 services such ss a brosdcsst e-mdl messsge service thst, in part, discussed federd candidates 

3 snd deetions, Gen-X sdmowle4ges thst there wss s federd component to ito services, snd RPV 

4 reported the transaction in an FEC disclosure report), it appeara thst RPV socqi^s prohibited 

5 contribution when it fiuled to timely rdmburse ito nonfederd account fisr the in-kind 

^ 6 conttibution fiom ito fiderd account See AO 1992-33 (DNC/RNC)(to ensure die prohibited 
HI 

^ 7 "donor" does not "pay fbr" the fisderd portion of dlocable administrative and fimdrdsing 
CO 

^ 8 expenses, party committees must transfer the amount fiom theur federd account to their 

O 9 nonfederd account in advance or on recdpt ofthe goods or services.) Consequentiy, we 

10 recommend that the Commission find reason to bdieve tiiat the Republican Party of Virginia, 

11 Inc. and Richard F. Ned, Jr., in his officid capacity as treasurer, violated 2 U.S.C. § 441b(a). 

12 We also recommend that the Commission find reason to believe that Gen-X Strategies, 

13 Inc. violated 2 U.S.C. §§ 44lb(a) and 441c and Jeffiey M. Frederick violated 2 U.S.C. 441b(a) 

14 as a corporate officer. It appean undisputed that Gen-X provided services to RPV's federd 

15 account for services related to ite processing of online conttibutions and the aforementioned 

16 broadcast e-mdl message service. Further, in this mstance, Gen-X and ite CEO knew the 

17 services were related to federd activity and thus knew that Gen-X was potentially making a 

18 prohibited in-kind contribution to the fisderd account Therefine, imder these curcumstances, we 

19 believe the Commission should make findings against Gen-X arul Mr. Frederick. 

20 

21 

22 

23 
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IV. RECX>MMENDATIONS 

1. OpenaMUR 

2. Fmd reason to believe that the Repiiblican Party of Virginia, Inc. and Richard F. 
Neel, Jr., in his offidd cqiadty as treasurer violated 2 U.S.C. §§ 432(b), 434(b), and 441b(a). 

3. Find reason to believe that Gen-X Strategies, Inc. (a.ka, GXS Strategies, Inc.) 
violated 2 US.C. §§ 441b(a) and 441c and Jeffiey Frederick violated 2 U.S.C. § 441b(a) as a 
corporate officer. 

4. 

5. 

6. Approve the attached Facttul and Legd Andyses. 
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7. îprove the appropriate lettera. 
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